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financial 
highlights 


six months ended june 30 


1969 1968 % Change 
IV GU aIES acs eas oe Sora Oe See eee eee eae $181,032,000 $198,639,000 mee fh fas 
Net) Harmines os ih. 0-8 aos sus oe eee eR cee eae 8,018,000 5,991,000 +339 
et BMarninos. Per Share- 3 o- eae eee a2 1 2.41 +3322 
Cash) Dividends Per Snare 1. act eat ae ee .70 .60 Teel Oo 


*Reflects transfer of certain operations to affiliate companies whose sales are not consolidated in A. O. Smith statements. 


year ended december 31 


1968 1967 % Change 
INGER ARES 1 Sa, trans ones Cua ain ned ena ena cRea eaei et or S37 2,1 97,073 $329,976,263 13.0 
li (ead Seog s 1 otcaeae eae er SRS a yen gee mn BRET CF 11,642,613 D627 .3 9 +209 
Net Barmnes Per Sbaree jena cae cn cee 4.68 oye +209 
Case Dividends: Per Saree warts sos ores 1.30 ZO + $3 
Workine Capital’. daa. \ceearae wucsachake crete eee 84,739,068 T9571 253035 + 6.28 
otal Stockholders“ Biquity-si57..44.5. eck eee 127,990,825 119,440,005 eT 
Stockholders” Equity Per Share <2 nase) paca te ay Woke 48.07 + 6.88 
Pimben Gl Steckuoklers.. venice, 0) eee ee 5,500 6,000 mere 
Shares, Quistanciie 7s ya eens eee oa ees 2,490,442 2,368,543 Sere Re Ie 


SIX month 
review 


Earnings of A. O. Smith continued their upward pro- 
gress in the first six months of 1969, climbing about 34 
percent above the comparable period in 1968. 

Earnings for the first half ended June 30, 1969, were 
$8,018,000, or $3.21 per share, compared with $5,991,- 
000, or $2.41 per share, last year. 

The earnings gain came despite a decrease in sales, 
caused by the transfer of certain operations to affiliate 
companies. Sales of affiliates are not consolidated in A. 
O. Smith statements, but earnings are reflected on an 
equity in earnings basis. 

Sales no longer reported include line pipe, manufac- 
tured by affiliate A. O. Smith Corporation Of Texas, and 
reinforced plastics and metal powder, manufactured by 
the recently formed A. O. Smith-Inland Inc. 

First half sales were $181 million, compared with 
$199 million in 1968. 

A strong air conditioning market helped the com- 
pany’s Electric Motor division attain significant increases 
in sales and profits in the first half. Likewise, the Con- 
sumer Products division, which makes water heating 
and heating equipment, and A. O. Smith Harvestore 
Products, Inc., a subsidiary, which makes agricultural 
and bulk storage and handling systems, also demon- 
strated healthy improvements in both sales and earnings. 

The Automotive division, which manufactures auto- 
mobile and truck frames, completed one of the smooth- 
est and most successful model changeovers in its his- 
tory. The division had a good first half, despite strikes 
at several customer plants. 

There were two important developments in the first 
half affecting the company’s international business. 

A. O. Smith Harvestore Products, Inc., conducted 
preliminary negotiations with Rotary Hoes Limited of 
the United Kingdom regarding international aspects of 
the Harvestore business. And, the Japanese government 
approved licensing of water heater manufacturing in 
Japan and A. O. Smith acquired a 40 percent equity in 
a company to be formed with Tada Metal Industry Co., 
Ltd., to make A. O. Smith water heaters. 


the company 


A. O. Smith Corporation is a publicly-owned manufacturer 
of a wide variety of products for the farm, home and industry. 

Headquarters and A. O. Smith’s largest manufacturing 
operation are in Milwaukee, where the company was founded 
95 years ago. Additionally, the company has 19 plants in the 
United States and other countries which it operates directly 
or in partnership with other firms. 

A. O. Smith has long been known as one of the world’s 
largest makers of automotive and truck frames, although di- 
versification has somewhat reduced the company’s dependence 
on this end of its business. In 1968, 46 percent of the com- 
pany’s sales volume was to the automotive industry and 54 
percent was divided among tubular products, meter systems, 
electric motors, electrical controls, consumer products, Har- 
vestore storage systems and other products. 

A. O. Smith is an engineering-oriented company, constant- 
ly alert to the needs brought about by change. Major tech- 
nological advances pioneered by the company include the 
tubular bicycle frame, the coated welding rod, the pressed 
steel automobile frame, a process for fusing glass to steel that 
revolutionized the water heater industry, the Harvestore stor- 
age system, a corrosion-proof pipe made of glass and resin, 
and steel powder for forming parts which require little or no 
machining. 

In recent years, A. O. Smith has increasingly stressed pro- 
grams directed toward achieving greater profitability, while 
effecting sound and orderly growth. Toward that end, the 
company has phased out $60 million in sales, including its 
private label water heater business, sold its welding products 
and glass coated chemical processing equipment businesses, 
and discontinued the manufacture of glass-lined beer tanks, 
heavy process equipment and water softeners. 

Emphasis has also been directed toward the planning func- 
tion of the company’s business. This planning involves the 
development of both short-range and long-range goals and 
objectives for all levels of management, as well as for the 
corporation itself. Progress is checked by a system of regu- 
lar controls and spurred by incentive compensation. 

As a result of these programs — and others that are de- 
tailed elsewhere in this Fact Book — A. O. Smith’s net and 
per-share earnings have shown meaningful increases in each 
of the past four years, with an additional increase projected 
eye WISKe ey 

The company maintains management responsibility for its 
two domestic affiliate operations, A. O. Smith-Inland Inc., 
and A. O. Smith Corporation Of Texas. 


chronological 
facts 


1874 — The business was founded in Milwaukee as a 
machine shop. Became C. J. Smith & Sons in 
1885 and incorporated in New York State in 
1916 as A. O. Smith Corporation. 


1889 — Developed first lightweight bicycle frame from 
tubular steel, became largest American maker 
of bicycle parts. 


1899 — Introduced first pressed steel auto frame. First 
mass production frame line in 1907 and first 
tuck irame in) 1911. 


1917-18-Largest U. S. manufacturer of bomb casings 
during World War I. 


1918 — Developed first coated welding rod in U. S., 
major breakthrough in mass-production weld- 
ing. Perfected new method of are welding. 


1921 — Unveiled first fully automated frame assembly 
plant, turned out 7,500 a day. 


1927 — Perfected manufacture of large diameter line 
pipe from steel plate, launching transcontinen- 
tal pipeline system. 


1920’s - Experimented with process for fusing glass to 
steel and introduced its first commercial appli- 
cation (brewery storage tank) in 1933. 


1936 — Developed a method of cold compressing steel 
pipe for high strength oil well casing. 


1937 — Entered meter systems field. 


1939 — Produced first of more than 10 million A. O. 
Smith glass-lined water heaters. 


1940 — Entered electric motor business through acqui- 
sition. Principal market is air conditioning and 
refrigeration industry. 


1941-45-Made nearly five million bomb casings. 


1946 — Invented the Harvestore automated animal feed 
storage system. 


1959 — Invented the process for manufacturing glass 
fiber reinforced plastic pipe. 


1961 — Invented the Hydra-Buff cushioning device for 
railroad freight cars. 


1962 — Acquired Clark Controller Company, electrical 
equipment manufacturer in field of systems 
control. 


1964 — Developed Cardcon, a solid state electronic 
system for controlling access and recording 
transactions at bulk petroleum terminals. 


1965 — Dramatic turnaround in earnings as prelude to 
four consecutive years of improvement. Earn- 
ings of $7.9 million, or $3.18 per share, com- 
pared with $1.5 million, or 61 cents, previous 
year. 


1966 — Invented a process for producing a high quality 
steel powder, an improved metallurgical de- 
velopment for production of precision parts 
with little or no machining. 


1968 — Fourth year of earnings increase. Net earnings 
reach $11.6 million, or $4.68 per share, on 
sales of $373 million. 


1969 — Stockholders at annual meeting vote to increase 
common shares from 3 million to 6 million and 
authorize new class of 1 million shares pre- 
ferred stock. 


1969 — A. O. Smith-Inland Inc. formed to produce 
and market steel powder and glass fiber rein- 
forced plastic products. 


1969 — First half earnings increase 34 percent, to $8 
million, or $3.21 per share. 


financial 


OBJECTIVES Foremost in management thought at A. O. 
Smith is profit improvement. The company intends to develop 
an improved balance in its overall business so that no one 
market holds a dominant position. Therefore, greater growth 
emphasis will be placed on the industrial, agricultural and 
consumer markets. Of course, the firm’s automotive business 
will continue to occupy an important position as these other 
areas begin to contribute increasingly higher percentages to 
overall sales. 

Such a sales picture is expected to go a long way toward 
minimizing the cyclical performance of earnings, which at 
times in the past have been tied closely to the fortunes of the 
auto industry. 

At A. O. Smith, planning for the future is a continuous 
activity. Goals are spelled out in a “Forward Plan” which de- 
tails what the company expects of itself as a whole and from 
each of its operating divisions for the coming five years. 

As a complement to the internal growth of its present prod- 
uct lines, the company is considering possible acquisitions in 
compatible fields. 


first half — 1969 


INCOME Net income for the six months ended June 30, 
1969, was $8,018,000, or $3.21 per share. That represented 
a 34 percent increase over earnings of $5,991,000, or $2.41 
per share, in the first half of 1968. Net income includes earn- 
ing of 50 percent affiliates on an equity in earning basis. 


SALES Sales in the first half decreased to $181,032,000 
from $198,639,000 a year earlier. This decrease was due to 
the transfer of certain operations to affiliate companies whose 
sales are not consolidated in A. O. Smith statements. 


whole year — 1968 


INCOME Net income for the year 1968 was $11,642,613, 
or $4.68 per share. This was a 21 percent increase over 1967 
earnings of $9,627,397, or $3.87 per share, and marked the 
fourth consecutive year in which the company’s earnings have 
shown improvement. The steady upward trend is attributed 
to the execution of a carefully planned program of phasing 
out unprofitable operations, and tightening up and streamlin- 
ing others. 


SALES Net sales in 1968 amounted to $372,797,673, a 13 
percent increase over 1967 sales of $329,976,263 and well 
ahead of the previous company sales record of $358,441,000 
established in 1965, The profit gains from 1965 through 1968 
have been due to a number of factors, not the least of which 
is a change in the company’s sales base. This has involved 
putting greater emphasis on the company’s businesses which 
have promising growth areas, while maintaining the continu- 
ing progression of its automobile and truck frame business. 
A breakdown of the company’s sales volume by product line 
is On page 7. 


DIVIDENDS The company has paid dividends without in- 
terruption since 1940. In July, 1968, it declared a quarterly 
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dividend of 35 cents, establishing a new rate of $1.40 annual- 
ly. This was an increase from 30 cents in the first quarter of 
the year, and from the $1.20 rate paid in 1967 and $1.15 in 
1966. Cash dividends in 1968 totaled $3,198,167 and repre- 
sented 27.5 percent of earnings. Five percent stock dividends 
were issued in 1966, 1967 and 1968, but have now been dis- 
continued. 


STOCKHOLDERS’ EQUITY As of January 1, 1969, there 
were 2,490,442 shares outstanding at $10 par value, exclud- 
ing 14,919 shares of treasury stock. Total shareholder equity 
at the close of 1968 amounted to $127,955,825, compared 
with $119,440,005 in 1967. Book value of the stock was 
$51.38 per share. The Smith Investment Company owns 
about 53 percent of the common stock. 


INCREASE IN AUTHORIZED SHARES | Stockholders at 
the annual meeting in April, 1969, voted to increase the num- 
ber of common shares from 3,000,000 to 6,000,000 and au- 
thorized a new class of 1,000,000 shares of preferred stock. 
While there were no plans at that time to issue the new shares, 
they give the company greater flexibility for possible acquisi- 
tions or other corporate purposes. At the same time, par value 
of A. O. Smith common stock was reduced to $5.00 per share. 


STOCK PRICE RANGE A. O. Smith stock is traded on 
the New York Stock Exchange under the symbol SMC and 
the company’s approximately 5,500 shareowners are located 
in all 50 states and abroad. The price range in 1968 was from 
32% to 524%. The range for the first six months of 1969 was 
from 39% to 50. Stock transfer agent is Manufacturers Han- 
over Trust Co., New York, and the registrar is The Chase 
Manhattan Bank, New York. 


ASSETS AND LIABILITIES At the end of 1968, current 
assets totaled $134,643,829 and current liabilities $49,904,- 
761, a ratio of 2.7 to 1. Current assets increased by $17,367,- 
819 during the year, while current liabilities increased by 
$12,353,886. Working capital amounted to $84,739,068, 
about $5,014,000 higher than a year earlier. Cash and mar- 
ketable securities totaled $28,705,876. Total assets at the end 
of the year stood at $211,676,505, compared with $191,931,- 
254 in 1967. 


LONG TERM DEBT The company has a long-term debt 
obligation of $28,481,000, reduced from $30,348,000 at the 
end of 1967. Of this total, $22,400,000 is in long-term notes 
with final maturity in 1983, and $6,081,000 is in long-term 
lease obligations expiring from 1983 to 1986. 


CAPITAL EXPENDITURES _ To sustain its growth in its 
business, capital expenditures have risen significantly in re- 
cent years. From 1964 through 1968, the company invested 
about $60,000,000 for new plant, property and equipment. 
Of this total, $9,258,452 was spent in 1968. Gross plant and 
equipment expenditures amounted to $160,457,000 at the 
end of 1968. The company has adopted the straight-line 
method of recording depreciation provisions, beginning with 
acquisitions made after December 31, 1966. The change had 
little effect on 1968 earnings. 
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A. O. SMITH CORPORATION 
SALES VOLUME BY PRODUCT LINE 
(OOO omitted) 


PRODUCT DIVISIONS 1968 
SALES 

Automotive 

Tubular Products 

Electric Motors 

Consumer Products 

Electrical Controls 

Harvestore 

Meter Systems 


SUIB=@ iA lyse kareena es. © ne $354,000 
All Other Product Divisions 


$373,000 


Sales of A. O. Smith Corporation Of Texas (not consolidated ) 
Line Pipe $ 41,100 
Bomb Casings 


$ 94,200 


A. O. Smith Corporation 
ten year financial summary ($000 omitted except for per share values) 


1968 
Net Salesosa yeas ee renee eee nee ee 372,798 
Nets Barmin seem vcr totter tare eer tenets 11,643 
Per? Shares (2) ge ere crcasth Pounce etree 4.68 
AS Go, OF Sales ene cer een roe 3.1% 
As % of Average Stockholders’ Equity .. 9.4% 
Cash Flow (Earnings and Depreciation Only) PAS 
PersShare:(2))ieanicwi oe eka eeonens 8.65 
Cash *Dividendstm. cnc. cate oats cadet ne eee 3,198 
jeer Sore (AS IDSC) cosonconscacc 1 3 
Per: Share: (2) ates craton tarsi cuss aeons enone: 1.29 
As % of Net Barnings . 52.22.0000 21.5% 
Stocks Dividendss seen OU eer 5% 
Working Capital 
Cash and Marketable Securities ........ 28,706 
Recervablesmr ws ctece res cnanesee eta 42,766 
Inventories and Other Assets .......... osnl2 
MotalsGurrenteAssetSsae ane 134,644 
Cunrentslaiabilitiessammeraee oon 49,905 
INet. Working ‘Capital ix. s)sccuscas 5 84,739 
Current; Ratlotaaaccan eco ech ee ol 
Capitalization 
Stockholders Bqwity: evecare: ieee 127,956 
Books ValueiRer shares(3))ieaee eee ee SH Site) 
Long-Term Debt: 
INotes) Rayabl emacs erates cere 22,400 
Lease Purchase Obligations ........ 6,081 
llotalMvone-MerniO chien ieee 28,481 
Lotals@apital messi teks tec Cea 156,437 
Long-Term Debt As % of Total Capital. . 18.2% 
Plant and Equipment 
(GEOSS ro ee ee PAREN Peete nS a er ne oe 160,457 
Accumulated; Depreciation... .,.04006 5 96,442 
INCAS ae Nee eee earn ane ecb etal Ace 64,015 
Capital@ixpenditures: noite ieee cme ne O28 
ANTAGEI, IDEATION oon ccoccoceneceanar SV eh 7/5) 
Average Number of Employees ........... 13,754 
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1966 


318,433 
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1965 


358,441 
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14,155 
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(1) In 1963 the Company changed its fiscal year from July 31 to December 31. 
Data shown is for the short period August I, 1963 to December 31, 1963. 
(2) Net Earnings, Cash-Flow, and Cash Dividends Per Share are based on aver- 
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32,440 
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24.4% 


137,012 
78,138 
58,874 


16,657 
8,875 
14,146 


age shares outstanding in each year adjusted for subsequent stock dividends. 
(3) Book Value Per Share is based on year-end stockholders’ equity and shares 
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outstanding at year-end adjusted for subsequent stock dividends. 
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the profit 
center concept 


ORGANIZING, PLANNING, AUDITING A. O. 
Smith is a decentralized multi-division corporation. The 
corporate staff provides policy direction, financial con- 
trol and support and other staff services, but each of 
the operating divisions, or profit centers, is expected to 
function as an almost completely independent business. 

The flexibility of the divisional profit center concept 
permits A. O. Smith to make changes in its organization 
structure to take advantage of profit making opportuni- 
ties. Therefore, the divisional make-up of the company 
changes from time to time, depending on such things as 
new joint venture agreements, acquisitions or divestures, 
changes in marketing practices or market conditions, 
new product development and other factors. 

Most recently, for instance, A. O. Smith-Inland Inc. 
was formed with Inland Steel Co. as a 50 percent owned 
affiliate company and the Powder Metallurgy division and 
Smith Plastics divisions were transferred to this oper- 
ation. International operations, formerly a separate divi- 
sion, have been integrated into product divisions, with 
coordination through corporate policy direction. 

Each division is measured against a “Five Year For- 
ward Plan” developed by the division in conjunction 
with corporate staff. These Forward Plans are really 
“objectives” in the management by objective system 
used throughout A. O. Smith. Each fall the Forward 
Plan is updated by the addition of another year. This 
means that at all times management is looking at least 
five years into the future. 

Weekly meetings are conducted by the president with 
corporate executives to review current operations. Each 
quarter division management meets with corporate man- 
agement for a formal review of its current operations 
measured against the Forward Plan. 


The divisional Forward Plans are the basis from 
which the corporate Five Year Forward Plan is drawn 
and formally adopted. 

Corporate management is kept up-to-date on division 
operations by one of the fastest and most sophisticated 
financial reporting systems now used by industry. Twice 
a month the controller’s office issues operation summar- 
ies to key executives detailing current shipments and 
profits and projected shipments and profits for the next 
period. Current figures and projections are posted along 
side the Forward Plan figures agreed to the previous 
year. This provides a continual check of current opera- 
tions against the Forward Plan. 

Many non-quantitative aspects of division operations 
are also measured by corporate officials using a unique 
management audit program. This program measures 10 
functional areas on a grid system of excellent to unsatis- 
factory. Areas which are audited include product engi- 
neering, purchasing, manufacturing, quality control, 
marketing and personnel, among others. Corporate audit 
teams ask hundreds of questions about each function, 
personally visit each location, and review the results of 
the audit with division management. 

The auditing program is used by top management to 
detect weaknesses in operations well before those weak- 
nesses begin to be felt in the profit and loss statement. 


marketing 


Marketing methods at A. O. Smith are as diverse as the 
products the company manufactures. Methods of dis- 
tribution are individually designed to meet the needs of 
the market place and are changed as the market place 
changes. Major objective of all distribution systems 
within A. O. Smith is to furnish the customer his prod- 
ucts in the most direct and economical way possible. 


AUTOMOTIVE DIVISION Automobile and truck 
frames and other automotive parts are sold directly to 
original equipment manufacturers. A. O. Smith engi- 
neers work closely with automobile and truck manufac- 
turers in designing new model frames and other parts. 


CLARK CONTROL DIVISION Clark Control divi- 
sion uses two marketing systems. Standard or shelf items, 
such as push buttons, starters, switches and relays, are 
marketed through an extensive organization of electrical 
control distributors and to O.E.M. accounts. Electrical 
control systems are sold directly to industrial plants and 
mills, such as those found in the steel industry. Clark 
has the largest sales force in the company with about 80 
men in the field. 


CONSUMER PRODUCTS DIVISION Residential 
and commercial glass-lined water heaters and other 
water heating products of the Consumer Products divi- 
sion are marketed by about 500 utility companies and 
liquefied petroleum dealers, and by more than 600 in- 
dependent distributors, who, in turn, serve more than 
25,000 dealer outlets. 


ELECTRIC MOTOR DIVISION A. O. Smith elec- 
tric motors are sold directly to original equipment manu- 
facturers of such products as air conditioning and re- 
frigeration equipment, water pumping systems and home 
dishwashers. The motor markets supplied by A. O. 
Smith require custom-engineered motors which are de- 
signed to meet individual specifications of the O.E.M. 
customers. The company’s ability to fulfill this require- 
ment and to deliver promptly has given it a distinct 
competitive advantage. 


A. O. SMITH HARVESTORE PRODUCTS, INC. 
Harvestore systems and other agricultural products of 
this subsidiary are distributed nationally through 65 
franchised dealers. To facilitate the retail sales of its 
agricultural equipment, Harvestore receives the benefits 
of a financing subsidiary, AgriStor Credit Corporation. 
This corporation is organized solely to help farmers and 
ranchers purchase Harvestore systems and it is not a 
competitor of local banks or credit agencies. 


INTERNATIONAL International distribution of all 
products is handled through a network of 119 foreign 
distributors, dealers and representatives in 84 countries. 


METER SYSTEMS DIVISION The Meter Systems 
division markets its line of rotary positive displacement 
liquid measuring meters, turbine meters, service station 
equipment, hydraulic control valves and static charge 
reducers through a national network of franchised dis- 
tributors. The foreign markets of this division have been 
expanding due to greater support to overseas distributors 
and through the supply of a very broad line of metering 
and control products. 


RAILROAD PRODUCTS DIVISION A. O. Smith 
products manufactured by this division, including Box- 
weld brake beams, running boards and brake steps, 
Hydra-Buff end-of-car hydraulic cushion, CR hydraulic 
cushion for sliding still type cars and other products, are 
sold through a national distributor of railroad products. 


TUBULAR PRODUCTS DIVISION Oil and gas well 
casing is sold directly to producers of petroleum and 
natural gas, as well as through distributors serving the 
same industries. Field stocks of casing are maintained 
at convenient locations. 


PRODUCT SERVICE DIVISION This division sup- 
plies replacement parts and shop repair service at con- 
venient locations around the country for A. O. Smith 
domestic and commercial water heaters, heating and air 
conditioning equipment, electric motors, meters and 
automated systems, gasoline dispensing pumps and Har- 
vestore systems. 


A. O. SMITH-INLAND INC. The Specialty Prod- 
ucts division of A. O. Smith-Inland sells its plastic prod- 
ucts directly to original equipment manufacturers in the 
automotive, construction, farm equipment and other in- 
dustries, and through a national distributor to railroad 
equipment manufacturers. Fiber glass reinforced epoxy 
and vinylester pipe from the Reinforced Plastic division 
is sold to the oil industry through national distributors, 
and to the chemical processing industry through regional 
distributors. Metal powder is marketed directly to manu- 
facturers of metal powder parts. 


A. O. SMITH CORPORATION OF TEXAS Welded 
line pipe is sold directly by the A. O. Smith Corporation 
Of Texas to gas transmission companies and oil com- 
panies. 
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markets 
served 


As a highly diversified manufacturer, A. O. Smith is an active 
participant in a wide segment of American industry. 

In some markets, such as automotive, the company has 
been a pioneer and innovator for half a century or more. In 
newer markets depending on evolving technology, such as 
plastics and metal powder, A. O. Smith is rapidly becoming 
an important factor. 


AUTOMOTIVE A. O. Smith is the world’s largest inde- 
pendent manufacturer of automotive frames and has supplied 
frames and other structural parts for many of the 101 million 
vehicles that travel the nation’s 3.7 million miles of streets 
and highways. 

The Automotive division is, in fact, the major contributor 
to the company’s total sales volume, having accounted for 
$171 million, or about 46 percent of 1968 sales. 

There are about 500 presses in Milwaukee and more than 
100 at Granite City, Ill., ranging from 40 to 4,000 tons. They 
are used in the fabrication of frames, parts, and wheel sus- 
pension control arms, another important product of the Auto- 
motive division. The company operates a large tool and die 
facility, which also manufactures tooling for outside firms on 
a contract basis. 

The A. O. Smith-Inland plant at Ionia, Michigan, produces 
and assembles specialized vehicular bodies and other molded 
plastic parts for automobiles and trucks. 


RAILROAD A. O. Smith is an important supplier of prod- 
ucts for railroad freight cars, including hydraulic cushioning 
and shock absorbing devices, brake beams, hatch covers and 
grating for running boards and end platforms. 

A relatively new product, introduced in 1965, is the glass 
fiber reinforced plastic hopper car hatch cover that combines 
light weight with strength and corrosion resistance. These 
covers, now manufactured by A. O. Smith-Inland, have been 
installed on more than 18,000 freight cars. In the area of 
glass fiber products, A. O. Smith-Inland has also developed 
reinforced plastic wall liners for refrigeration cars. 


PETROLEUM AND NATURAL GAS A. O. Smith’s par- 
ticipation in the petroleum industry starts at the well and ends 
at the gas pump. Along the route, it involves oil well casing 
for deep wells, welded line pipe, valves, meters, electronic 
control systems, data-providing devices and gasoline pumps. 

A. O. Smith products, in fact, bring the oil up from the 
ground, carry it to the process plant, move it across the na- 
tion, measure it, and distribute it to the ultimate user. 

Over the past 40 years, A. O. Smith has produced more 
than $2 billion worth of products for the petroleum industry. 
The company’s development of mass production methods for 
making large diameter steel pipe was instrumental in the 
growth of the natural gas industry and the introduction of the 
nation’s transcontinental pipeline system. 

A. O. Smith also has led much of the development of high- 
strength oil well casing and is the leading specialist in this 
field. This has been particularly important in recent years be- 
cause of the increasing depths of oil and gas wells. 

A recent innovation was the development of glass rein- 
forced epoxy and vinylester pipe. In addition to many uses 
in the oil fields, plastic pipe is now being inserted into older 
iron gas mains as an economical alternative to replacing the 
worn pipe. 

In yet another area — meters — A. O. Smith is benefiting 
from the ever-increasing demand for expansion and improve- 
ment of oil terminal facilities, particularly in the Middle East 
and Africa. 


AGRICULTURE American agriculture is changing. A. O. 
Smith Harvestore Products, Inc., a subsidiary, has become a 
leader in the automation of the farm. Harvestore feed stor- 
age and processing systems offer a mechanical means for 
storing and handling livestock feed. These glass-lined struc- 
tures provide the farm businessman with the most advanced 
technology for permitting more efficient utilization of crops, 
which maintain high nutritional value from the time of stor- 
age until use. 

A. O. Smith’s principal interest in the agricultural industry 
lies in beef and dairy farming. The company contributes im- 
portantly to this giant industry with its systems for storage 
and handling of grains and forage. More than 25,000 of the 
blue Harvestore glass-lined, controlled feed storage and han- 
dling structures are now a part of the rural landscape. They 
offer efficiencies for both the small family farmer and for 
large feedlot enterprises through efficient utilization of crops. 
Mechanical bottom unloading and, in larger applications, 
automated stock feeding systems, have made possible the auto- 
mated barnyard. 


The company also produces glass-lined industrial bulk stor- 
age units similar to the Harvestore which handle fibrous, free 
and semi-free flowing materials, ranging from tobacco to flour. 
A salt-handling and storage system is also marketed for win- 
ter highway maintenance. 


HEATING Water heaters have been among A. O. Smith’s 
more profitable areas of operation in the past five years. Sales 
of water heaters are primarily to the replacement market. In 
the industry, approximately 4 million home water heaters are 
sold annually, 2.5 million of them replacement units. A. O. 
Smith sales of residential water heaters are rising at a rate 
greater than the industry average and the company has pro- 
duced more than 10 million units since 1939. 

In addition to the home market, A. O. Smith makes com- 
mercial water heaters for use in such places as hotels, schools, 
factories, car washes, swimming pools and multiple-unit dwell- 
ings, and gas-fired hydronic boilers for hot water heating sys- 
tems. 

The company is the largest supplier of commercial water 
heaters, two-thirds of which are made by seven manufacturers 
serving this $33 million market. The use of hydronic equip- 
ment, whereby hot water is used to heat the home or build- 
ing, has increased 50 percent in the last 10 years, with about 
70 percent going into homes and 30 percent into commercial 
establishments. 

A recent development, in 1968, was the introduction of a 
new electric residential water heater with a single, low watt 
density element that performs better and requires less main- 
tenance than the traditional two, high watt density elements. 
The company also introduced its first electric water heater, 
engineered from the ground up, specifically for commercial 
use. 

Recently, the company displayed a prototype of the gas or 
electric water heater of the future, the Capsel, which com- 
bines the glass-fused-to-steel concept of interior tank with a 
new process of bonding an original formula polyurethane to 
the steel tank to form the outer surface. This will replace the 
steel outer jacket and conventional insulation material, and 
will afford the entire heater unique damage-resistance and 
design characteristics not now possible. 


markets 
served (continued) 


AIR CONDITIONING AND REFRIGERATION A. O. 
Smith is an important supplier to the air conditioning and 
refrigeration industry, both residential and commercial. Spe- 
cifically, the company makes hermetic motors, which are 
sealed into compressors for life. These motors are chiefly used 
for central control units in homes and commercial operations. 

The market potential in this area is dramatized by the fact 
that only about 5 percent of existing homes have central air 
conditioning. These systems are now being installed in about 
25 percent of all new homes and the market has been grow- 
ing annually at an average of 20 percent over the last five 
years. In the commercial market, the annual increase has 
ranged from 12 to 15 percent. 


PLANT AND MILL A. O. Smith, through its Clark Con- 
trol division, is well established as a supplier of electrical con- 
trols and systems required in the modern industrial plant and 
mill. 

Clark electrical equipment is used in regulating and con- 
trolling entire production lines and industrial processing sys- 
tems in automobile, steel, rubber and other industries. In ad- 
dition to the custom-designed and built control systems for 
industrial, mill and material handling equipment, Clark Con- 
trol products include contactors, starters, limit switches, re- 
lays, pushbuttons, magnetic brakes and air valves, and fire 
pump controls. 

The market for electrical controls is presently about $600 
million, with an annual growth rate of from 6 to 7 percent. 
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METAL POWDER USERS One of the newer products be- 
ing marketed by A. O. Smith, through a joint venture with 
Inland Steel Corp., is its patented steel powder. 

A. O. Smith has been in the molding powder business since 
1966. It perfected methods of producing high-density, mold- 
ing-grade steel powder, welding-grade powder for the manu- 
facture of electrodes, powder for cutting and scarfing metals, 
and high-purity ingots. Metal powder is rapidly finding nu- 
merous applications, including precision parts for office ma- 
chines, appliances and automobiles. Parts made from metal 
powder require little or no machining. 

In 1969, A. O. Smith doubled its steel powder capacity 
from 25,000 to approximately 50,000 tons annually. Total 
industry volume for metal powder is about 116,000 tons a 
year — double the 1963 figure — and it is expected to double 
again by 1973. 


OTHER MARKETS In addition to the major markets de- 
scribed above, A. O. Smith or its affiliates manufacture a 
number of products that are utilized in other industries. 

The chemical industry, for example, uses A. O. Smith 
meter systems for process control and plastic pipe for moving 
highly-corrosive liquids. Plastic pipe is also finding increased 
uses in the electrical industry. 

A. O. Smith electric motors perform a vital function in 
home dishwashers. The company also makes jet and sub- 
mersible pump motors used in domestic water systems, and 
motors for the swimming pool, lawn sprinkler and home work- 
shop markets. All of the motor markets served by the com- 
pany require highly engineered motors designed to meet in- 
dividual specifications of original equipment manufacturers. 

A. O. Smith Corporation Of Texas is in the military ord- 
nance field, producing 750-pound bomb casings for the De- 
partment of Defense. 


research 
and development 


A. O. Smith places major responsibility for research and 
development with the individual operating divisions. 
This concept is based on the belief that the requirements 
of the immediate future are most clearly apparent to the 
managers, scientists and engineers who daily are design- 
ing, manufacturing and selling A. O. Smith products. 

However, the company also maintains a strong and 
well-staffed central research and development operation 
at the corporate level. Its function is to evaluate, sup- 
port and extend the capabilities of the divisions. Central 
R&D provides broad technical talents in support of divi- 
sional projects and also carries on long-range develop- 
ment programs. 

The search for a “better way” through research and 
development has been the major factor in A. O. Smith's 
growth over the years. Guided by the principles of prod- 
uct improvement, market broadening and new product 
development, the company’s R&D results have often 
brought about significant changes in the products and 
manufacturing processes of the industries it serves. 

Through the years the company has conducted basic 
or applied research, development and product engineer- 
ing in such fields as agricultural biochemistry, analytical 
chemistry, ceramics, chemical engineering, electricity 
and magnetism, heat transfer and fluid mechanics, met- 
allurgy, welding, physical chemistry, solid state physics, 
plastics and adhesives, thermodynamics and others. 

Two of the company’s more recent product lines re- 
sulting from its technological efforts are glass fiber re- 
inforced plastic, and steel powder, both now manufac- 
tured by A. O. Smith-Inland Inc., an affiliate. Glass 
fiber reinforced plastic has applications in corrosion re- 
sistant pipe and custom-molded parts. Steel powder, a 
strong growth product, is the raw material for a growing 
number of precision parts in the business machine, au- 
tomotive, appliance and other industries. 


A major technical achievement of the company was 
the development of a process for fusing glass to steel — 
glass that was flexible enough to withstand the expan- 
sion and contraction of metal. This made possible the 
Harvestore, other storage and agricultural products, 
Permaglas and Glascote water heating and other water 
heating units. More than 6,000 different glass formulas 
have been developed by A. O. Smith. A recent develop- 
ment in this field is the Capsel —a prototype of the 
water heater of tomorrow. This unit combines the glass- 
fused-to-steel concept of interior tank with a new process 
of bonding an original formula polyurethane—Capselite 
— to the steel tank to form the outer surface. 

Among other notable results of research and engi- 
neering are the company’s high-strength line pipe and 
extra-strong casing for deep well oil drilling, automated 
fuel metering systems, solid-state packaged electrical 
control drives, and hydraulic cushioning devices for rail- 
road freight cars. 

A. Q. Smith research and engineering is product 
oriented and conducted by about 700 scientists, engi- 
neers and supporting technical personnel in 20 separate 
laboratories. The central R&D section is located in Mil- 
waukee and is headed by a vice president. Its activities 
are divided into two sections — new products develop- 
ment and materials research. 


divisions, 
products, locations 
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ORGANIZATION A. O. Smith operations are struc- 
tured into major groups, each headed by a group vice 
president who is responsible to the president for the 
divisions within his individual group. These and other 
company activities are as follows: 


CONTRACT PRODUCTS GROUP 


Automotive division 
Railroad Products division 
Tubular Products division 


INDUSTRIAL PRODUCTS GROUP 
Clark Control division 
Canadian Controllers, Ltd. 
Electric Motor division 
Meter Systems division 
CONSUMER PRODUCTS GROUP 


Consumer Products division 
A. O. Smith Harvestore Products, Inc. 


OTHER 


Data Systems division 
Electronic Systems division 
Glass Coating Materials division 
Product Service division 


PRODUCTS AND LOCATIONS 


executive offices 
Milwaukee, Wisconsin 


automotive frames and components 

Passenger automobile frames and structural parts; truck, 
bus and trailer frames; wheel suspension control arms 
Milwaukee, Wisconsin; 

Granite City, Illinois; 

Manufacturas Metalicas Monterrey 

S. A®* Monterrey, N. L., Mexico 


electric motors 

Custom engineered motors for manufacturers of air con- 
ditioning, heating and commercial refrigeration equip- 
ment, domestic dishwashers, home water pumping sys- 
tems and other specialized products 

Tipp City, Ohio; 

Mount Sterling, Kentucky 


electric controls 

Clark packaged drives and drive systems for industrial 
processes; electrical controls for industrial and commer- 
cial applications 

Cleveland, Ohio; 

Lancaster, South Carolina; 

Los Angeles, California; 

Canadian Controllers, Ltd.* 

Scarborough, Ontario, Canada 


electronic systems 

Electronic key and card control fluid handling and data 
acquisition systems for petroleum loading and fleet fuel- 
ing 

Menomonee Falls, Wisconsin 


meter systems 


Positive displacement and turbine meters with accesso- 
ries for liquid flow; liquid control valves; static charge 
measurement and reduction devices; remote electronic 
and electro-mechanical readout instruments; gasoline 
pumps; self-service dispensing systems 

Erie, Pennsylvania 


metal powder 

E-M-P molding-grade steel powder for precision parts 
for automotive, appliance and other industries; elec- 
trode-grade iron powder and high purity melting stock 
A. O. Smith-Inland Inc.** 

Milwaukee, Wisconsin 


railroad equipment 


Hydra-Buff and Cushion Ride freight car hydraulic 
cushioning devices; steel running boards and brake steps 
for freight cars; Boxweld brake beams; other brake 
equipment; glass fiber reinforced hopper car hatch covers 


Milwaukee, Wisconsin 


reinforced plastics 

Specialized bodies, in plastic and steel, and parts for 
automotive and other transportation industries; other 
reinforced plastic moldings and assemblies 

A. O. Smith-Inland Inc.** 

Ionia, Michigan 

Red Thread, Green Thread and Chemline glass fiber 
reinforced epoxy and vinylester pipe and fittings; glass 
fiber reinforced electrical and industrial products 

A. O. Smith-Inland Inc.** 

Little Rock, Arkansas 


storage and handling systems 

Harvestore glass-fused-to-steel, farm storage systems; 
Permaglas bulk storage and handling units for commer- 
cial, industrial and municipal applications; Water-trol 
products for water management and soil erosion con- 
trol; other livestock production equipment 

A. O. Smith Harvestore Products, Inc.* 

Arlington Heights, Illinois; 

Kankakee, Illinois; 

Elkhorn, Wisconsin 


tubular and ordnance 

Oil well casing; welded line pipe; bomb casings 
Milwaukee, Wisconsin; 

A. O. Smith Corporation Of Texas** 

Houston, Texas; 

Waco, Texas 


water heating equipment 

Permaglas and Glascote residential and commercial 
water heaters; Burkay commercial and industrial water 
heaters; swimming pool heaters; glass-lined storage 
tanks; hydronic heating equipment 

Kankakee, Illinois; 

Stratford, Ontario, Canada; 

Tada Smith Co.** 

Osaka, Japan 


product service 

Chicago, Illinois 

Atlanta, Georgia 

Union, New Jersey 
financing 

AgriStor Credit Corporation* 


*Indicates subsidiary 
** Indicates affiliate operation 


ily 


directors 
and officers 


DIRECTORS 

William O. Beers 

President, Kraftco Corporation 

F. Shepard Cornell 

Retired Executive Vice President 
Elisha Gray II 

Chairman of the Board and Chief Executive Officer, 
Whirlpool Corporation 

Urban T. Kuechle 

President 

James D. Porter 

Lawyer 

Arthur O. Smith 

President, Arthur Smith Industries 
Lloyd B. Smith 

Chairman and Chief Executive Officer 
Morris J. Vollmer 

Vice President, Finance 

Carlton P. Wilson 

President, Robert W. Baird & Co. 


OFFICERS 

GENERAL OFFICE 

Lloyd B. Smith 

Chairman and Chief Executive Officer 
Urban T. Kuechle 

President 

John H. Brinker 

Vice President, Marketing 


Allan C. Crane 
Vice President and Controller 


Thomas H. Creden 
Vice President 


John P. Diesel 

Vice President, Manufacturing and Planning 
Roy A. Dingman 

Vice President, Corporate Relations 


James N. Johnson 
Vice President, Secretary and General Counsel 
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Charles H. LeClaire 
Vice President, Employee and Public Relations 


Robert F. McGinn 
Vice President, Research and Development 


Robert A. Rietz 
Vice President and Treasurer 


Morris J. Vollmer 

Vice President, Finance 

Richard A. Wendorf 

Vice President, Procurement 

Donald L. Dunaway 

Assistant Treasurer 

John H. Lungren 

Assistant Secretary and Assistant General Counsel 


J. Robert Mitchell 
Assistant Treasurer 


OPERATIONS 

Henry O. Allen 

Group Vice President, Industrial Products 
Milton E. Morgan 

Group Vice President, Consumer Products 
Dennis J. O'Connell 

Group Vice President 

John R. Parker 

Group Vice President, Contract Products 
James E. Borchert 

Vice President, Automotive 

Paul R. Ellis 

Vice President 

Wallace T. Halket 

Vice President, Consumer Products 
William R. Heckman 

Vice President, Clark Control 

Waldo W. Higgins 

Vice President, Tubular Products 

John M. Richardson 

Vice President, Electric Motor 

John J. Stahl 

Vice President 

David H. Stieber 

Vice President, Assistant General Manager, Automotive 
Thomas A. Sullivan 

Vice President, Meter Systems 


LLOYD B. SMITH, chairman and chief executive officer 


Mr. Smith, 48, was elected chairman and chief execu- 
tive officer in April, 1967, the fourth generation of the 
Smith family to head the firm since it was founded in 
1874. He first joined the firm in 1942 and has been 
associated with all phases of its operations, as well as 
serving as president; assistant to the president; and vice 
president, Consumer Products division. He was elected 
a director in 1945. Mr. Smith is a director of the Good- 
year Tire & Rubber Co., the First Wisconsin National 
Bank and First Wisconsin Bankshares Corporation. 
Since 1960 he has served on the Business Council (for- 
merly Business Advisory Council for the U. S. Depart- 
ment of Commerce). He attended Yale University’s 
Sheffield Scientific School. 


URBAN T. KUECHLE, president 


Mr. Kuechle, 58, a director since April, 1965, was 
elected president in April, 1967. He joined A. O. Smith 
in 1929 while still a student at the University of Wis- 
consin-Milwaukee. He began his career in the person- 
nel department, then moved to the Automotive division. 
He has served as general sales manager of the Auto- 
motive division; corporate vice president; vice presi- 
dent, Automotive division; vice president, Automotive 
and Contract Products group; and executive vice presi- 
dent. Mr. Kuechle is a director of the Grand Trunk 
Western Railroad, Marine National Exchange Bank of 
Milwaukee and Outboard Marine Corp. 


history 


A. O. Smith Corporation got its start in 1874 in Milwaukee 
with C. J. Smith. Before the turn of the century the company 
had introduced the concept of forming steel tubing from sheet 
metal to fashion a strong, lightweight bicycle frame, and 
manufactured the first automobile frame from pressed sheet 
metal. The company went on to become the largest maker of 
bicycle parts in the U. S., and so far has produced more than 
75 million passenger car frames. 

The first sale of a passenger car frame was made by A. O. 
Smith, C. J. Smith’s son, to the Peerless Motor Car Company 
for delivery in 1903. An order in 1906 from Henry Ford for 
10,000 frames led the company to build the first mass pro- 
duction frame line. The first truck frame was produced by 
the firm in 1911. 

During World War I, the Smith firm, which had been re- 
named A. O. Smith Corporation, developed an improved 
method of electric arc welding and became America’s largest 
manufacturer of bomb casings. During this period the com- 
pany developed the first coated welding rods in the U. S., a 
major breakthrough in mass production welding. 

A. O. Smith’s entry into the petroleum industry came in 
1925 when it introduced the first electric-arc welded, high 
pressure vessel used for cracking crude oil into its refined 
components. In 1927 the company perfected forming and 
arc welding of large diameter line pipe from steel plate, and 
later the much faster flash welding. Subsequently, the com- 
pany has produced more than 55,000 miles of line pipe. 

Cold compressing steel pipe was perfected by A. O. Smith 
in 1936, making possible a higher strength casing for deep 
oil well drilling, a product in increasing demand today as 
wells are drilled to 10,000 feet and deeper. 

In 1937 the company acquired the Smith Meter Company 
of Los Angeles to enter the meter systems field. The service 
station pump division of Neptune Meter Company was ac- 
quired in 1948, and the Erie Meter Systems in 1958. 

Experiments in fusing glass to steel began at A. O. Smith 
in the 1920’s and led to the sale in 1933 of the first of 11,000 
large, glass-lined brewery storage tanks. A. O. Smith engi- 
neers in 1939 developed a glass that could be used with hot 
water and a water heater design compatible with glass coat- 
ing process. The company then produced its first glass-lined 
water heater, a type which today accounts for 95 percent of 
the industry’s output. A. O. Smith’s 10 millionth glass-lined, 
residential water heater was produced in 1969, 

The company entered the electric motor field in 1939 when 
it purchased the Sawyer Electrical Manufacturing Company 
of Los Angeles. In 1950 Whirl-A-Way Motors of Tipp City, 
Ohio, was acquired. The Electric Motor division now oper- 
ates plants in Tipp City and Mt. Sterling, Kentucky. The 


Tipp City plant is currently undergoing its 12th expansion 
since 11950: 

Commercial activity was set aside during World War II as 
the company became the leading producer of bomb casings, 
hollow steel propeller blades, aircraft landing gear, nose 
frames and torpedo air flasks. Similar products were manu- 
factured during the Korean conflict, and the A. O. Smith 
Company Of Texas, an affiliate, now produces bomb casings 
for the Department of Defense. 

A. O. Smith adapted the principles of glass-coated steel to 
agriculture in 1946, introducing the Harvestore, a huge silo- 
like feed storage and mechanical bottom-unloading feeding 
system. More than 25,000 Harvestore units dot the land- 
scape today. The Harvestore principle has also been adapted 
for commercial and industrial uses in handling bulk materials. 

Railroad products became part of the A. O. Smith line in 
1961, and in 1962 electrical controls were added when the 
company acquired the Clark Controller Company. 

A. O. Smith formed several joint ventures over the years 
to meet the demands of business. The first was in 1949 with 
Armco Steel Corporation when the A. O. Smith Corporation 
Of Texas was formed. This corporation manufactures line 
pipe and bomb casings. 

In 1961 A. O. Smith joined with The Dow Chemical Com- 
pany to manufacture glass fiber reinforced epoxy pipe and 
other products for the electrical, petroleum and chemical in- 
dustries in a joint venture company named DowSmith Inc. 
The Mitchell-Bentley Corporation plant in Ionia, Michigan, 
was purchased by DowSmith in 1964 for the production of 
specialized vehicle bodies in plastic and steel, and other plas- 
tic molding and assemblies. 

A. O. Smith purchased Dow’s interest in DowSmith in 1966 
and in 1969 this portion of the business, along with the manu- 
facture of metal powder, which A. O. Smith introduced in 
1966, was integrated into A. O. Smith-Inland Inc., a joint 
venture of A. O. Smith and Inland Steel Company. 

A. O. Smith entered the international field in 1945 and 
today markets its products around the world. The company 
has a subsidiary operation in Canada manufacturing electrical 
controls and jointly owned enterprises in Mexico for the 
manufacture of auto frames, in Japan for the manufacture of 
water heaters and one under consideration in England for the 
manufacture of Harvestores. It has licensing agreements for 
the manufacture and sale of A. O. Smith products through- 
out the Free World. 

Lloyd B. Smith, the fourth generation of the Smith family 
to head the firm, was named chairman and chief executive 
officer in 1967. At that same time, Urban T. Kuechle was 
elected president. 


notes 
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ing substantially. The division began another ex- 
pansion of the plant at Tipp City, Ohio, the twelfth 
since the plant was built in 1950. The division’s 
Mount Sterling, Kentucky, plant also increased its 
production volumes to near capacity during the 
year. 


Nearly all the markets served by the division's 
custom-engineered motors were strong all through 
the year, including air conditioning, refrigeration, 
air movement, domestic water pumping, home 
dishwashers and other appliances. 


Clark Control division introduced the Pulsar, a 
static d-c motor drive for controlling the speed of 
one or a series of motors. The Pulsar drive takes 
A. O. Smith into the rapidly growing OEM market 
for package drives for thousands of electrical ma- 
chinery applications. In 1969 sales of Clark’s 
new line of contactors for the air conditioning in- 
dustry increased strongly, although total sales for 
the division were down because of a redirection 
of the business toward the growth areas and the 
resulting de-emphasis of less promising lines. 


Early in 1970 the division will also introduce a 
new line of compact, high quality general purpose 
motor starters, further enhancing its reputation as 
a manufacturer of top quality electrical controls 
and package drive systems. 


A 60,000 square foot addition to the Meter Sys- 
tems division plant in Erie, Pennsylvania, was 
completed in 1969. The expansion opens floor 
space to be used in manufacturing a new line of 
industrial meters for chemical manufacturers and 
processors. 


Fewer gasoline station pumps were shipped in 
1969 by Meter Systems division, although sales 
of pumps to independent gasoline retailers are on 
the upswing and should continue to grow in 1970. 


Automated moisture control of farmland is provided by Raincat, the 


CONSUMER PRODUCTS 

A. O. Smith Harvestore Products, Inc. sold more 
than 2,800 structures during 1969, 40% of them 
as the second, third or fourth installation for the 
same customers, as it recorded its best year ever. 
More than 25,000 Harvestore livestock feed stor- 
age and handling systems have been erected in 
the U.S. and are used by farmers to process crops 
for beef cattle, dairy cows and hogs. 


During 1969 Harvestore introduced two new mod- 
els, including the largest glass-lined feed structure 
yet produced at 25 feet in diameter by 80 feet 
in height. Also during 1969, Harvestore started 
marketing a grinder-blower which prepares the 
feed crop for storage. 


In 1969, on the 30th anniversary of A. O. Smith's 
entrance into the water heating business, the Con- 
sumer Products division sold its 10 millionth resi- 
dential water heater. Also during 1969, the divi- 
sion sold the largest number of A. O. Smith name 
brand residential water heaters in its history. Sales 
of water heaters increased about 6.5% during the 
year, which is good growth considering the total 
market grew hardly at all in 1969. 


New products were introduced by the division in 
1969 to expand its commercial and industrial 
water heating line, including a 1,340,000 btu unit 
to be used for hydronic heating or wherever a 
large supply of hot water is required, including 
car washes, apartments and coin-operated laun- 
dries. New and improved swimming pool heaters 
were also introduced during the year. 


EMPLOYEE RELATIONS 

Employee relations continued good through the 
year. A. O. Smith negotiated eight labor agree- 
ments during 1969, covering 2,800 employees. 
There were no strikes during the year. During 1970 
ten contracts of the company or its subsidiaries 
expire covering approximately 2,500 employees. 


electric motor-driven irrigation system manufactured by the Layne & 
Bowler Pump Co. of Los Angeles. 


The Raincat can irrigate 160 acres in 12 hours 
and turns barren land into circles of fertile soil. 
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Home Office, Allstate Insurance Co. 
Northbrook, Illinois 


Solomon R. Guggenheim Museum Financial Plaza New York State Theater of the 
New York Newport Beach, California Lincoln Center for the Performing Arts 
New York 


Armor elevators are required to per- 
form heavy-duty service and at the 
same time form an attractive part of 
the decor, as illustrated by this instal- 
lation in an office building in New 
Jersey. Architects and builders have 
chosen Armor elevators for some of 
the country’s outstanding buildings, in- 
cluding those shown above. 
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SALES VOLUME BY MARKET Adjusted 
$ MILLION 1969(2)13)14) go S69\ Ee Cs 
$s _% $s % $_% 
TRANSPORTATION Weed! teat nines et cc ect vey Steer ee 205 48 205 54 234 59 


Automobile and truck frames, automotive components, 
railroad equipment and line pipe 


ELECTRICALSAND ELECTR ONC ieercrercie concrete neil teint ena tomertcnre 74 7/ 71 19 60 1S 
Electric motors, electrical controls, drive systems and 
electronic systems 


PETROLEUM (oreo ste aackaiat ote soc, a. 5 oa, Sytlees cael Seay ww tea aoe seers 40 ‘S) 40 10 48 12 
Meter systems, valves, oil well casing and reinforced plastic pipe 

SHU) lB) KCN? een ea eRe ie teenie ican cua aia, Mana.g'h craic Barat ac 66 16 coil 8 28 Wf 
Water heating equipment and elevators 

PN Ei} so WEB) NER cnet eco oodo. ote asocd ood dcas 43 10 33 9 25 i 


Livestock feed storage, handling and feeding systems, 
vertical turbine pumps and irrigation equipment 


TOT Ae Aeaiinses chcione sted errs sectege aeyoe ee aE ee 428 100 380 100 39 5 OO 
Consolidated Gales? jc ciciuwuercteuers ere oes cunts Glee nat eee oe 354 354 SS 
EqQuUILVAIMeathiliateySal CS) tase ener cre er rere iene ce 27 26 22 
Sales of companies acquired in 1969 prior to the date 
OTF ACGUISTELON eae s ae ete cae eee eee ae a nee eee Lo, — 

TOTALS «ochre encksesaenc ohn tun aorta ore cl eeree 428 380 395 


(1) Sales figures for 1969 and 1968 include the company’s consolidated sales plus its equity in sales of affiliate companies. 

(2) Adjusted 1969 sales include (a) the company’s consolidated sales (b) the company’s equity in sales of affiliate companies and (c) 
sales of companies acquired in 1969 prior to the date of acquisition. 

(3) Sales of $35 million from Armor Elevator and its subsidiaries included in the adjusted 1969 figures are estimates only. 


(4) Bomb casing sales for 1969 and adjusted 1969 ($23 million) and 1968 ($27 million) of the affiliate, A. O. Smith Corporation Of 
Texas, are excluded. 
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EARNINGS 


Net earnings in 1969 reached $14,560,000, or $5.84 per 
share, up 25% over the $11,643,000 and $4.68 per share 
reported in 1968. Earnings per share for the years 1969 
and 1968 were based on 2,492,112 and 2,486,694 aver- 
age shares outstanding, respectively. Both the net earn- 

__ ings and earnings per share for 1969 were the highest in 

the company’s history, surpassing the previous high of 
$13,082,000, or $5.26 per share, in 1959. It was also the 

_ fifth consecutive year in which the company has reported 
an increase in earnings. 


Earnings in 1969 were increased $474,000, or $.19 per 
share, due to a change in the company’s method of ac- 
counting for certain model changeover costs. These costs 
will now be amortized over the anticipated life of the re- 
fated model rather than being charged to operations as 
they are incurred. The record earnings were achieved ex- 
clusive of this change in accounting practice. 


Earnings before taxes amounted to $29,760,000 in 1969, 
- 25% over the $23,743,000 reported last year as a result 
of improved performance in most of the company’s opera- 
tions. The federal income tax surcharge reduced 1969 and 
1968 earnings per share by $.53 and $.44 respectively. 
Net earnings in 1969 were 4.1% of sales compared to 
3.1% in 1968. Return on average stockholders’ equity was 
10.9% in 1969 and 9.4% in 1968. 


INCOME TAXES and INVESTMENT CREDIT 


_ Income tax provisions amounted to $15,200,000 in 1969 
i and $12, 100,000 in 1968 after deducting investment cred- 

its of $490,000 and $650,000, respectively. The income 
q tax provision represented 51% of pre-tax earnings in both 
i years. The United States income tax returns of the com- 
' pany have been audited by the Internal Revenue Service 
{; Ryprough December 31, 1964. 


"DIVIDENDS 


The company paid cash aividonde totaling $3,494,000 in 
_ 1969, equal to $1.40 per share. In 1968 cash dividends 
totaling $3,198,000, or $1.30 per share were paid. Divi- 
i dends paid in 1969 and 1968 represented 24% and 27% 
of net earnings, respectively. The 1969 dividend marked 
the fourth year in a row that cash dividends increased over 
q ‘the previous year. The company has paid cash dividends 
me “each year without interruption since 1940. 


CAPITALIZATION 
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ACQUISITIONS 


During 1969, A. O. Smith or its subsidiaries purchased 
four companies for cash. Total sales volume of these com- 
panies in 1969 was approximately $50 million, of which 
total $2.5 million was included in A. O. Smith’s consoli- 
dated sales for the year. 


Ninety-six percent of the outstanding stock of Armor Ele- 
vator Company of New York was purchased on December 
30, 1969, by a wholly-owned subsidiary organized for that 
purpose. The subsidiary intends to acquire the remaining 
outstanding shares of Armor as a result of a tender offer 
of $11.60 per share. Armor’s product line consists of ele- 
vator systems, controls and accessories. 


On October 1, 1969, a majority interest in Layne & Bowler 
Pump Company of Los Angeles was acquired. During 
October the company also made a tender offer to purchase 
the balance of outstanding shares for $19.00 per share. On 
December 31, 1969, A. O. Smith owned 97% of the Layne 
& Bowler Pump Company stock. Layne & Bowler manu- 
factures vertical turbine pumps and automated irrigation 
equipment. 


The purchase of all of the outstanding shares of stock of 
Bull Motors, Ltd. was announced on November 4, 1969. 
Bull Motors manufactures electric motors for elevators, 
fans, pumps and industrial use. 


In November an agreement was reached for A. 0. Smith 
Harvestore Products, Inc. to purchase 100% of the out- 
standing stock of Advanced Feeding Systems, Inc., a 
manufacturer of automated livestock feeding equipment. 
Final arrangements pertaining to this acquisition were con- 
cluded in January, 1970. 


11 


MILLIONS MILLIONS NET INCOME DOLLARS DIVIDENDS AND EARNINGS PER SHARE 


OF DOLLARS OF DOLLARS 


16 


DIVIDENDS =— EARNINGS oot 


\ { N) i ¢ ' | 416 | 
} 5 
rn H t , 
) ; | y 
itn iF ¥- E 19 
| it In! ; . Mm 
: « | { { a ics < owder 
' \ 
f ! 7 
\ Tl } i 
4 \ . { G 
\ U ‘p : \ 
i : i 
| nr $ ‘ 7 4 Tal 4 
t q q ~ & k a 
Lat - H ‘ ® 
aro ) ) if tu he ( ‘ 4 
1 ; 
shops 2 ‘ ; 4 5 ‘ £ “ SUAS 
n Tid n T 1 ab sd | 
nee) 2M 1 i 5e | i" \ 7 
andi Ho 1 ‘ e F ; ) 
Gil ‘ ) . | H \ i 
; y ] a 
- 8. Tp 5 } Aa p T 
1 Ar ' 
i 5 f ee = a1 | 
Lta 3] y a fy { Tt f H 
: i ¥ { i 
“roau ‘ie | : § OT | al N 
{ ? 
el if p } Té J} 
h At 
r : eros ’ 
t In 1a] 1 ery | orm ‘ j 7 ke 
ti 71 r + 14! pc #! , 
{ i Lani My » ( : 
| / ytur i 
es ipa 181 ul fi 
/ { ywwaMn | 0 Nn 
; 
: ; ‘ i i 
2 2 j 
; 
| : | . | Toe 
[ 
j i 
é Tf | y ith Co 4 } ] 
’ I 
4 23.0 ; : 11 2 O0 . } 
z - 
) ( 4 O 46 r 
‘ 1 i eh : 
y } 
1 q te ! 0 } 
1 3 ( " ti . 
; be r 5 
ne vi 4 | f 7 ‘ 
J 1 YL 1] 7 
| i ) inate tn 


NET EARNINGS AS % OF SALES AND NET EARNINGS MILLIONS CAPITALIZATION 


PERCENT AS % OF AVERAGE STOCKHOLDERS’ EQUITY Guideline CAPITAL EXPENDITURES AND DEPRECIATION eee STOCKHOLDERS’ EQUITY AND LONG TERM DEBT 


18 150 


i) 0 
68 65 66 67 65 66 67 
BERGEN TS Cis a VERABE DERRECIATION sm EXPENDITURES ommmm LONG TERM DEST =— EQUITY = 
PERCENT OF SALES = STOCKHOLDERS’ EQUITY === 


ET INCOME DOLLARS DIVIDENDS AND EARNINGS PER SHARE 


MILLIONS 
OF DOLLARS 


‘ Pe 


MILLIONS 
OF DOLLARS 


DIVIDEND — EARNINGS sum 


r : 5 be ‘ f | é { ad 
Ji \! 1 ig th AYA 4 
0 ie) . 
i iY ~ | OS ” A \ f 
€) lecembel 1 3 5 OU : 
DT} 'o 10 J 
il | : t f 
A i’ 
' of | e Te " -4 | c 
0} omesti n ‘elc sl n 
1e Corp mor h 50 ’ 
| | { 
onsol ted 
Mf a ' 
to ’ ; (> ' ’ nay 7 
a ne tinan t ( e : 
p cag 6 i | is Cc 10) al 
) \ { eD i at ; 
| 


NET EARNINGS AS % OF SALES AND NET EARNINGS ane MILUONS CAPITALIZATION 
. ; 
percent AS % OF AVERAGE STOCKHOLDERS’ EQUITY oF bottans CAPITAL EXPENDITURES AND DEPRECIATION polars STOCKHOLDERS’ EQUITY AND LONG TERM DEBT 


18 150 


Lo} 
65 66 67 65 


PERCENT OF AVERAGE DEPRECIATION SERN UES 
PERCENT OF SALES o— STOCKHOLDERS’ EQUITY se = LONG TERM DEBT — EQUITY =— 


MILLIONS NET INCOME aaILATe DIVIDENDS AND EARNINGS PER SHARE 


OF DOLLARS 


16 


VIDED = EARNINGS = 


NET EARNINGS AS % OF SALES AND NET EARNINGS Wi ars MILLIONS CAPITALIZATION 
: : 
percent AS % OF AVERAGE STOCKHOLDERS’ EQUITY oF poitars CAPITAL EXPENDITURES AND DEPRECIATION bottars STOCKHOLDERS’ EQUITY AND LONG TERM DEBT 
12 — <8; 1 18 150 


2 0 
65 66 67 65 


PERCENT OF AVERAGE DEPRECIATION = EXPENDITURES sme 
TERM DEBT ITY 
PERCENT OF SALES o— STOCKHOLDERS’ EQUITY mmm LONG TERM DEBT = EQU cod 


DIVIDENDS AND EARNINGS PER SHARE 


MILLIONS 
OF DOLLARS NET INCOME DOLLARS 
16 


OIVIDENDS — EARNINGS ome 


et 1 . 7 
. 
Poy 
: s 
3} :; 7 k 7 
2 8) 
fe 
. 
4 
% ¥ £ 4 me 5 
ier. inc ) 
4 
= > ety 
i 
; { 4 
: é > 
: i ‘ 
: : >" ; 
F t A a 
i ‘ 
" t 3 Ti 
ao la - 
: : ; aid 
> \ ; 
Y H r 
I ue ‘ 
vip a 
' : 
as Manbay 
, FTV S : baa 
4 ion y > S 
7 
€ { 
j 
: if q 
3 i A 
4 8 4 7 { 
f 
Pi 
) JR! | 
1 ; )} ls site 


NET EARNINGS AS % OF SALES AND NET EARNINGS 
PERCENT AS % OF AVERAGE STOCKHOLDERS’ EQUITY 


1 


CAPITAL EXPENDITURES AND DEPRECIATION 


_A. O. SMITH CORPORATION NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


- December 31, 1969 


1. Principles of consolidation 
The consolidated financial statements include the 
accounts of the Company and all subsidiaries ex- 
cept for its wholly-owned finance subsidiary, Agri- 
Stor Credit Corporation, and Armor Elevator Com- 
pany (see Note 2). The investments in and advances 
to the finance subsidiary and affiliates (50% owned) 
are carried at cost plus equity in undistributed net 
_ earnings since acquisition. 


2. Acquisitions 
_ The accounts of two subsidiaries acquired for cash 
as of October 1, 1969 have been included in the 
- consolidated financial statements since the)date of 
acquisition. Operations of these two subsidiaries 
were not material in amount for this period. 


On December 30, 1969 the Company, through a 

- wholly-owned subsidiary specifically organized for 
that purpose, acquired for cash approximately 96% 
of the outstanding capital stock of Armor Elevator 
Company. The consolidated statement of earnings 
does not include the operations of Armor. The in- 
vestment has been shown as a separate item under 
other assets pending final determination as to the 
allocation of the purchase price that will be made 
upon completion of appraisal and valuation of the 
assets acquired. The Subsidiary has a tender offer 
outstanding, expiring in February, 1970, to acquire 

the remaining outstanding capital stock of Armor. 
Should all of the remaining outstanding shares be 
tendered the cost thereof will be approximately 
$657,000. 


3. Affiliated company 
_ The Company sold, for cash, an undivided one-half 
_ interest in the net assets of three of its operating 
divisions to Inland Steel Company on February 28, 
1969. The Company and Inland Stee! Company each 
_ transferred their one-half interest in the net assets 
of the three divisions to A. O. Smith-Inland Inc., a 
_ newly organized corporation, in exchange for 50% 
of its outstanding common stock and $1,000,000 in 
_ 7% notes. The consolidated statement of earnings 
__ includes the operations of these three divisions, not 
_ material in amount, for the two months ended Feb- 
_ tuary 28, 1969 and the Company’s equity in the 
iy operations of A. O. Smith-Inland Inc. for the ten 
1 "months ended December 31, 1969. 


‘7 

3 ‘The gain on the sale of the one-half interest in the 
“assets: of the three divisions, less income taxes ap- 
“plicable thereto, together with the excess of the 
_ Company's equity in A. O. Smith-Inland Inc. over 
aah ‘net book value of the interest in the assets 


; Wie 


transferred to that company. have been deferred 
and will be amortized to earnings over an 11-year 
period, the average remaining life of the buildings 
and equipment transferred. 


4. Retirement plans 

The Company and its consolidated subsidiaries have 
non-contributory pension plans covering substan- 
tially all employees. Total pension expense for 
1969 and 1968 was $4,115,000 and $3,460,000, 
respectively, which amounts include current cost 
plus interest on unfunded prior service cost for all 
plans. In addition, the expense includes, for two 
plans (for which the actuarially computed value of 
vested benefits under the plans exceed the assets 
of related trusts by $17,900,000 as of December 
31, 1969), a 40-year amortization of the prior serv- 
ice cost. The present policy is to fund pension cost 
accrued. The board of directors has authorized con- 
tributions to the pension trusts of $3,600,000 in ex- 
cess of amounts charged to earnings; this amount 
is shown as prepaid pension costs in the balance 
sheet and the applicable deferred federal income 
taxes have been provided. 


5. Mode! changeover costs 

In 1969 the Company adopted the policy of defer- 
ting model changeover costs (tooling and facility 
rearrangement related to specific models) and 
amortizing these costs to operations over the antici- 
pated life of the related model, generally four years. 
Previously such costs were charged to operations 
as incurred. As a result of this change in account- 
ing, 1969 net earnings were increased $474,000 
{$.19 per share). For income tax purposes, the 
Company continues to deduct these costs as in- 
curred and deferred federal income taxes have been 
provided. 


6. Stock options 

At December 31, 1969, 53,399 shares of the au- 
thorized but unissued common stock were reserved 
for issuance under the qualified stock option plan 
adopted in 1964. Options for 29,680 shares (of 
which options for 14,080 shares are currently exer- 
cisable) were outstanding at December 31, 1969, 
at per share prices ranging from $28.10 to $47.38. 
Options for 1,800 and 13,800 shares, granted in 
1969 at per share prices of $40.25 and $44.63, re- 
spectively, are exercisable one year after date of 
grant at an annual maximum of one-fourth of the 
optioned shares. All option prices represent market 
values at date of grant and expire five years from 
date of grant. Options for 14,388 shares were exer- 
cised in 1969 at per share prices ranging from 


CAPITALIZATION 
STOCKHOLDERS’ EQUITY AND LONG TERM DEBT 


$25.40 to $32.20 (total proceeds $426,011) and 
the excess of the proceeds over the par value of the 
shares issued of $354,071 was credited to capitai 


_in excess of par value. Options for 2,415 shares 


were cancelled in 1969. 


At December 31, 1969, 4,640 shares of treasury 
stock and 37,775 shares of authorized but unissued 
common stock were reserved for options outstand- 
ing under a restricted stock option plan adopted in 
1962. The per share option prices are $25.04 and 
$27.51 for 463 shares and 41,952 shares, respec- 
tively. The options expire ten years from date of 
grant and are exercisable at a maximum of one-half 
in any year. Options for 26,263 shares were exer- 
cisable under this plan at December 31, 1969. 
Treasury stock was issued for options for 10,279 
shares that were exercised in 1969 at per share 
prices of $20.63 and $27.51 (total $274,027) and 
the excess of the cost of the treasury stock issued 
over the proceeds of the options exercised of 
$12,996 was charged to capital in excess of par 
value. No further options can be granted under this 
plan. 


7. Preferred and common stock 

The stockholders approved, on April 9, 1969, the 
authorization of 1,000,000 shares of $1 par value 
preferred stock, an increase in the authorized com- 
mon stock to 6,000,000 shares, and a decrease in 
the par value of the common stock from $10 to $5; 
according!y common stock was reduced and capital 
in excess of par value was increased $12,569,390. 


8. Restrictions on dividend payments 
The agreements relating to the 434% notes payable 
contain provisions restricting the payment of cash 
dividends and the retirement or acquisition of shares 
of the Company’s common stock. The amount of re- 
tained earnings not so restricted at December 31, 
1969, was $28,700,000. 


9. Depreciation 

For financial statement purposes, depreciation on 
plant and equipment additions prior to January 1, 
1954, and subsequent to December 31, 1966, is 
computed using the straight-line method; deprecia- 
tion on additions between the above two dates is 
principally computed using accelerated methods. 
For income tax purposes the Company uses accel- 
erated methods and guideline depreciation. De- 
ferred federal income taxes are provided for the 
excess of depreciation claimed for income tax pur- 
poses over depreciation provided for financial state- 
ment purposes. 
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50% A. O. Smith Corporation Of Texas 
50% A. O. Smith-Inland Inc. 
Reinforced Plastics Division 


Specialty Products Division 


Powder Metallurgy Division 


40% Manufacturas Metalicas Monterrey, S.A. 


40% Tada-Smith Company, Ltd. 


Electronic Systems Division 
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Meter Systems Division 
Consumer Products Division 
Product Service Division 
Data Systems Division 
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TECHNOLOGY ON THE MOVE 


An interview with Robert F. McGinn, vice presi- 
dent of research and development, A. O. Smith 
Corporation. 


/f you were asked by a stockholder or by an analyst 
to describe technology at A. O. Smith, how would 
you go about it? 


Perhaps the best way to approach a discussion 
about technology at A. O. Smith is to break it 
down into three general categories of technical 
development as related to materials, processes 
and then products. 


Let's start by talking about materials and specifi- 
cally about plastics. One of the most exciting 
things we have in plastics today is our Capsel®. 
This relates to our new encapsulated water heater 
which uses polyurethane foam to replace both the 
fiber glass insulation and the steel outer jacket. 
We have been working on the Capsel for about 
two years and are now into pilot production. 


Foam plastics, of course, are widely used today 
in the furniture, automotive, and building fields. 
Most of the insulating foams that you read about 
are more or less rigid types. We are directing our 
efforts and our applications to what we call a flexi- 
ble polyurethane. The outer skin of this material 
is most unique and we think customer reaction is 
going to be quite enthusiastic. 


Is there anything proprietary about this for A. O. 
Smith? 


Yes, indeed. A key ingredient of our special for- 
mula is a fire retardant material. We have gone 
through Underwriters Laboratories’ approval on 
panel shapes and are now going through product 
certification. Up to this point no one has gone 
through Underwriters with these types of foam 
materials. 


Do you see A. O. Smith as a supplier of this ma- 
terial to other companies? 


Not really. | suspect that we would prefer to sell 
our technology on a license basis rather than the 
material. | can look down the road and see this 
material applied in the automobile, appliance, and 
other industries. 


Glass fiber reinforcing threads are filament- 
wound on mandrels at the Little Rock, Ar- 
kansas, plant of A. O. Smith-Inland Inc. This 
process is one of the first steps in the manu- 
facture of glass fiber reinforced plastic pipe, 
and is the basic source of its remarkable 
strength. 


In what other areas of plastic are we working? 


One of the fields of special attention is glass re- 
inforced plastic molded parts at A. O. Smith- 
Inland. | believe we are coming on very strong in 
molding processes. Our sheet molding compound 
appears to be among the best in the industry and 
we are well ahead in the whole area of molding 
large reinforced plastic parts. With our match met- 
al die know-how, our sheet molding materials and 
the general technology we have acquired in this 
field, our final products are among the finest in 
quality, strength and appearance on the market 
today. 


All this adds up to what you might call a kind of 
systems capability. In addition to our molding 
ability, we can take many of these components 
and put them together in a subassembly or a com- 
plete assembly and finish them to customers’ 
specifications. 


While we are still talking about plastics, let’s look 
at the reinforced plastic pipe operations of A. O. 
Smith-Inland. There we have a proprietary mold- 
ing compound for our plastic pipe fittings. We 
take glass tape and chop it up and make it into a 
so-called ‘’pre-preg’’. This is an in-process prepa- 
ration which results in a superior molding ingredi- 
ent out of which comes pipe fittings which have 


The Meter Systems division manufactures products which both meas- 
ure and reduce static electricity in flowing petroleum. Its Static 
Charge Sensor was named one of the 100 most significant new tech- 
nical products of 1969 by Industrial Research Magazine. 
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unusually good properties. We also sell the mold- 
ing compound to other companies so there we are 
back in the materials end again. 


What other materials work are we doing? 


A. O. Smith has always been very active in ce- 
ramics and glass coating. This is an original and 
proprietary field. It’s quite highly specialized and, 
of course, we have built two of our major opera- 
tions pretty much on glass coating — water heat- 
ers and A. O. Smith Harvestore Products. Over 
the years we have developed about 3,500 special 
formulas and one would think you might run out 
of areas to mine. Yet this continues to be a very 
productive area. We are constantly improving our. 
coatings both for Harvestore and for water heaters. 


We have some new horizons that look extremely 
encouraging right now. For instance, there is the 
field of high temperature coatings and special 
coatings for oxidizing applications in the metal 
processing industry. We have developed a high 
temperature coating which works up to 2,300 to 
2,400 degrees. The idea behind this is that with 
our coating we can prevent high temperature ma- 
terial loss due to scaling, protecting even special 
alloys. 


/s this a process A. O. Smith is going to be able 
to sell? 


Right now we are working with some possible 
customers. We are quite excited. Coatings of this 
type could open up a new business for us, besides 
making significant contributions to the industry. 


What is A. O. Smith doing in the field of metal- 
lurgy? 


We are one of the country’s largest users of steel 
so we have a continuing interest in the technology 
of metals. And here, as is the case in our other 
businesses, we are in the forefront of the newest 
metals technology — metal powder. A. O. Smith- 
Inland steel powder is considered the best on the 
market, and our alloy powders, or so-called free 
machining type, are the leaders of the industry. 
We have under development other alloy powders 
which also look most promising. 


What is A. O. Smith doing in manufacturing tech- 
nology? 


Over the years, A. O. Smith has been fundamen- 
tally a high volume, low cost manufacturer. We 


i 
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The Pulsar, a static d-c motor drive, undergoes operational testing in 
the Cleveland, Ohio, plant of the Clark Control division. The Pulsar’s 
regulator uses integrated circuitry operational amplifiers, each con- 
taining up to 15 transistors and 15 diodes in a tiny encapsulated unit, 


eliminating conventional soldered connections between the 30 separ- 
ate components. 


achieved this position through sophisticated man- 
ufacturing techniques. One of the areas in which 
we have excelled is in welding, and we continue 
to do a great amount of research in welding at 
A. O. Smith. 


We have spent considerable money and are still 
devoting major effort to one of the most important 
new welding techniques — electron beam weld- 
ing. We have in our laboratory, electron beam 
welders operating in an almost complete vacuum 
and others welding out of vacuum. We are experi- 
menting with electron beam welding on structural 
members, water heaters, electric motors and met- 
al powder parts. 


We are also heavily involved in automating our 
welding processes. New adaptive, that is, sensing 
and self-correcting control devices, have been 
developed and are being applied to our manufac- 
turing processes. In the same vein, of course, we 
are investigating computer control and utilization 
in Our manufacturing processes. 


As | said earlier, welding processes are almost 
basic throughout the company. At the Houston, 
Texas, plant of the A. O. Smith Corporation Of 
Texas, we just spent several million dollars to 
convert from flash welding of line pipe to a new 
proprietary double submerged arc welding proc- 
ess. This pipe welding process consists of a two- 
pass submerged arc weld; the first pass being 
made on the outside and the final pass on the in- 
side of the pipe. The process employs the latest 
techniques in submerged arc welding — that is 
the use of three a-c welding electrodes operated 
in close spacing with controlled arc interaction. 
Our process is unique in the industry and results 
in high quality welding with production rates nec- 
essary in the line pipe industry. 


What is A. O. Smith doing in electronics? 


Let’s start with some of the new things we are 
doing in solid state electronics at Clark Control, 
Meter Systems, Electronic Systems and the Elec- 
tric Motor divisions. Three of these divisions al- 
ready have products on the market. At Clark Con- 
trol it’s the Pulsar solid state static d-c drive and 
at the Meter Systems it’s the electronic instru- 
mentation for turbine meters. At the Electric Mo- 
tor division we are working on solid state controls 
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which will probably be incorporated in the next 
year or so. Our Electronic Systems division manu- 
factures the CardCon® and FleetCon® fluid han- 
dling control systems which incorporate the new- 
est integrated circuits and computer memories. 


With all these divisions working on solid state 
electronics, is there an interchange of technical 
knowledge among units? 


Most certainly. In fact, our central R&D group 
has the responsibility, among others, to make sure 
that there is a pooling of knowledge and a coor- 
dination of activities among divisions. 


How about some of the other new areas? 


At the Meter Systems division we have introduced 
the Static Charge Reducer and Static Charge 
Sensor systems. These products were developed 
in conjunction with American Oil Company and 


Wound stators are produced by high speed coil winding and insertion 
machines in the Tipp City, Ohio, and Mt. Sterling, Kentucky, plants of 
the Electric Motor division. These machines are the most advanced in 
the industry. 


the Static Charge Sensor was selected as one of 
the 100 most significant new technical products 
in 1969 by Industrial Research Magazine. Statics, 
really electrostatics, is a whole new area of tech- 
nology, quite unexplored and yet vitally important 
in not only fluid handling systems but many other 
processes where static electricity is created. 


Another new field of interest is related to envi- 
ronmental waste control. For instance, recently 


our Milwaukee plant became engaged in a joint 
research program with the local municipal sewer- 
age operation to virtually eliminate phosphate 
contamination by utilizing our used acid from our 
steel cleaning operations. If successful, two envi- 
ronmental waste disposal problems will be solved. 


The Harvestore group is active in developing so- 
lutions to the problems associated with animal 
wastes and our Consumer Products division is in- 
vestigating the field of domestic wastes. 


Are all divisions actively involved in new product 
development? 


Very definitely yes. We have decentralized our 
R&D activities so that each division has the re- 
sponsibility to develop its new products. At the 
same time we support a corporate R&D facility 
to extend the capabilities of our divisions in new 
fields of technologies. 


“Long life solid state devices replace relays and mechanical switches 
in this experimental circuit being used to test a static control for an 
electric motor. Under development are new controls for A. O. Smith 
electric motors. 


Perhaps | can illustrate the role of our corporate 
group by briefly describing a project we are doing 
for our Electric Motor division. As you well know, 
noise today is fast becoming one of the undesir- 
ables of our environment. In order to contribute 
to our electric motors’ performance, we have un- 
dertaken a project to predict the magnetic noise 
generated in motors for air conditioning by means 
of computer programs or simulation. 


| believe this is a very exciting time for our scien- 
tists, engineers and technicians. Throughout its 
history A. O. Smith has always felt that research 
was an important ingredient of growth. In every 
field in which we have been involved we have 
been a technological leader. This stems from the 
company philosophy that nothing is good enough 
today if a better way can be found tomorrow. 
The job of technology at A. O. Smith is to make 
the tomorrows come today. 


An atomic absorption spectrophotometer in the Process Control Lab- 
oratory in Milwaukee can determine the chemical composition of 
solutions. It is used to analyze for metallic elements, both major and 
trace. 
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TRANSFER AGENT 
Manufacturers Hanover Trust 
Company 

New York, New York 


REGISTRAR 
The Chase Manhattan Bank 
New York, New York 


AUDITORS 


Arthur Young & Company 
Milwaukee, Wisconsin 


DIVISIONS 


Automotive Division 
Milwaukee, Wisconsin; Granite City, 
Illinois 


Passenger automobile frames and struc- 
tural parts; truck, bus and trailer frames; 
wheel suspension control arms — 


Tubular Products Division 
Milwaukee, Wisconsin 


Oil well casing — 


Railroad Products Division 
Milwaukee, Wisconsin 


Hydra-Buff® and Cushion Ride freight 
car hydraulic cushioning devices; steel 
running boards and brake steps for 
freight cars; Boxweld brake beams; other 
brake equipment; glass fiber reinforced 
hopper car hatch covers; structural sign 
frames — 


Electric Motor Division 
Tipp City, Ohio; Mount Sterling, 
Kentucky 


Custom engineered motors for manufac- 
turers of air conditioning, heating and 
commercial refrigeration equipment, do- 
mestic dishwashers, home water pump- 
ing systems and other specialized prod- 
ucts — 


Clark Control Division 
Cleveland, Ohio; Lancaster, South 
Carolina 


Clark packaged drives and drive systems 
for industrial processes; electrical con- 
trols for industrial and commercial ap- 
plications — 


Meter Systems Division 
Erie, Pennsylvania 


Positive displacement and turbine meters 
with accessories for liquid flow; liquid 
control valves; static charge measure- 
ment and reduction devices; remote elec- 
tronic and electro-mechanical readout in- 
struments; gasoline pumps; self-service 
dispensing systems — 


Consumer Products Division 
Kankakee, Illinois; Stratford, Canada 


Permaglas® and Glascote® residential 
and commercial water heaters; Burkay® 
commercial and industrial water heaters; 
swimming pool heaters; glass-lined stor- 
age tanks; hydronic heating equipment — 


Electronic Systems Division 
Menomonee Falls, Wisconsin 


Electronic key and card control fluid 
handling and data acquisition systems 
for petroleum loading and fleet fueling — 


Glass Coating Division 
Milwaukee, Wisconsin 


Glass coating — 


Data Systems Division 
Milwaukee, Wisconsin 


Data processing services — 


Product Service Division 
Chicago, Illinois; Atlanta, Georgia; 
Union, New Jersey 


SUBSIDIARIES* 


Layne & Bowler Pump Company 

Los Angeles, California 

Raincat automated center pivot irrigation 
systems; vertical turbine pumps — 


Armor Elevator Company, Inc. (Dela- 
ware) New York City; Louisville, 
Kentucky; Los Angeles, California 


Complete geared, gearless and hydraulic 
elevator systems, elevator controls and 
signa! systems; elevator door operators 
and accessories — 


A. O. Smith Harvestore Products, Inc. 
Arlington Heights, Illinois; Kankakee, 
Ilinois; Elkhorn, Wisconsin 
Harvestore glass-fused-to-steel, farm 
storage systems; Permaglas® bulk stor- 
age and handling units for commercial, 
industrial and municipal applications; Li- 
quid manure handling and utilization sys- 
tems — 


Canadian Controllers Ltd. 
Scarborough, Canada 

Clark packaged drives and drive systems 
for industrial processes; electrical con- 
trols for industrial and commercial ap- 
plications — 


Bull Motors, Ltd. 

Ipswich, Norfolk, England 

Electric motors for elevators, fans and 
pumps and industrial use; chilled iron 
rolls used in manufacture of breakfast 
cereals — 


AgriStor Credit Corporation 
Milwaukee, Wisconsin 


Installment financing — 


Advanced Feeding Systems, Inc. 
Eureka, Illinois 

Automated feeders; roller mills, convey- 
ors and weighers used in feeding beef 
cattle, dairy cows and hogs — 


Horn Elevator, Ltd. 

Toronto and Vancouver, Canada 
Complete geared, gearless and hydraulic 
elevator systems, elevator controls and 
signal systems; elevator door operators 
and accessories — 


AFFILIATES* 


Manufacturas Metalicas Monterrey, 
S. A., Monterrey, N. L., Mexico 


Truck frames, bumpers for pickup trucks, 
assembled passenger car frames and au- 
tomotive stampings — 


Tada-Smith Company, Ltd. 

Osaka, Japan 

Residential water heaters and glass-lined 
hot water storage tanks in Japan for Far 
Eastern distribution — 


A. O. Smith Corporation Of Texas 
Houston, Texas 


Welded line pipe — 


A. O. Smith-Inland Inc. 
Powder Metallurgy Division 
Milwaukee, Wisconsin 


EMP® molding-grade steel powder for 
precision parts for automotive, appli- 
ance and other industries; electrode- 
grade iron powder and high purity 
melting stock — 


Reinforced Plastics Division 

Little Rock, Arkansas 

Red Thread®, Green Thread® and 
Chemline® glass fiber reinforced 
epoxy and vinylester pipe and fittings; 
glass fiber reinforced electrical and 
industrial products — 


Specialty Products Division 

lonia, Michigan 

Specialized bodies in plastic and steel 
and parts for automotive and other 
transportation industries; other rein- 
forced plastic moldings and assem- 
blies — 


Howard Harvestore Products, Ltd. 
Harleston, Norfolk, England 


Harvestore livestock feed and storage 
systems for distribution throughout the 
world with the exception of North Amer- 
ica — ; 


Layne & Bowler (Australasia) Pty. Ltd. 
Villa Wood, New South Wales, 
Australia 

Turbine pumps; spray irrigation equip- 
ment — 


Layne-Bowler Dik Turbin Pompalari 
Sanayi ve Ticaret A.S. 
Ankara, Turkey 


Turbine pumps — 


*Of A. O. Smith or its subsidiaries. 


A. O. SMITH 
AROUND THE WORLD 
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